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Prime Number Weekly Market View:

In global financial markets the decline in US treasury bond prices and rise in yields stands out this week.

The return on global government bonds is on track for its worst year since 1949, the year after the Marshall Plan was enacted,
according to data compiled by Bank of America. 10-year US government bond yields touched 2.5% last week. Previous bond bear
markets in the last 150 years were from 1899 to 1920 and 1946 to 1981. The 10-year German bund has gone from -0.12% to
0.58% this year. Globally, negative yielding bonds have gone from $18tr to $2tr. The big picture has shifted from deflation to
inflation, globalization to self-sufficiency, and monetary to fiscal excess. With the end of QE in the US and the Fed shifting to
shrinking its balance sheet, the US bond market is losing a large, price insensitive bond buyer. What does it all mean? Inflation
trends and recession pressures will play a role, but simply speaking supply and demand matters. And due to QE, current yields
may be artificially low. Bank of America thinks it means the 10-year treasury is heading to 4% by 2024, reversing a 40-year
downtrend in long-term interest rates.

Asian equities saw choppy trading this week as geopolitics and higher commodity prices continued to present risks and
growth/internet stocks saw some pressure following last week’s monster gains. Asian equities ended the week mixed as China and
Hong Kong’s decline on light volumes negated gains earlier in the week. One China-specific headwind was a covid outbreak and
subsequent lockdown in Shanghai. President Xi is calling for a peaceful resolution to the Ukraine/Russia conflict. There are other
factors at play, including the Fed’s hawkish tone and the ongoing crisis in Ukraine.

Investors are also getting nervous about seeing tangible follow-ups to Vice Premier Liu He’s speech last week, which included a
commitment to resolve the HFCAA, curtail internet regulation, and provide support for the economy. Yesterday’s statement from
the PCAOB that a solution to the HFCAA was still “premature” was a factor in the weakness in Hong Kong-listed China internet
stocks. We also had the SEC add Weibo to the HFCAA non-compliant list though one should expect all US-listed Chinese ADRs
to end up on the list once they file their 2021 annual reports with the SEC. This is the first time the PCAOB has directly
acknowledged its engagement with the CSRC, China’s securities regulator

Profit-taking was likely also a factor considering the significant move in growth/internet stocks over the last week and a half. This
pullback should bring more buyers in from the sidelines, especially if we see some tangible results from the Vice Premier’s
comment. Alibaba (BABA US, 9988 HK) announced Tuesday it would increase its buyback program from $15B to $25B after
having already bought back 56.2 million shares, for a total of $9.2B. Tencent reported lackluster Q4 earnings on Wednesday.
Management described 2021 as a “challenging year,” but expressed optimism for the future sustainable growth of its business and
the internet sector following the implementation of new, forward-looking regulations.

— Michael Longthorne, Co-CEO of Prime Number Capital

Prime Number Weekly Recap:

e China's Sinopec pauses Russia projects, Beijing wary of sanctions (Reuters)
e  US Government launch probe of Credit Suisse compliance with Russia sanctions (WSJ)

e  Shanghai starts China’s biggest COVID-19 lockdown in 2 years (AP)
e Boeing faces growing issues in China (CNN)

e Bankers are preparing for an eventual initial public offering market thaw by focusing on companies with profits and stability
(WSJ)

e  Blackstone-Backed Buyout Firm PAG Files for $2 Billion IPO (Yahoo Finance)
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Prime Number Weekly Market Comment:
AEAXEEGNE TREARAE LT,
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ETidE—FE¥HKR/EFEMBRENEALTS), KRB ITEE—NRE., XMEENIZESREIE S HEG DU ER
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— JREUE A Co-CEO Michael Longthorne

Prime Number Weekly Recap:

o FEANEEHTHME, EREHHH Reuters)

o XEBNNmIERETHRTIHRNELRTIEE (WS)

o EBTHERERFERAR COVID-19 £ (AP)

o KEFETEMIEEIEEMNEE (CNN)

o ROUREAMNKEN PO THBAMESR BERXIRTMIBENLS (WS))

o RAKRAIFIFMIIE/AS) PAG BiF 20 1237t IPO (Yahoo Finance)
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Equity Research
= Vast experience with US and HK listings = Global financial markets executive = 6 years of equity research experience
. FormerpHeIad of US Asia MultinationaIgBanking, = Founding member of Mizuho Securities USA = Mainly covering US/China TMT industry
and Asia Pacific Head of Real Estate, TMT, and Equity Department = Worked at DeMatteo Research, Trillium

= Extensive equity research experience in
Asian-related Securities

= Decker Co., Mizuho, Daiwa Securities Capital
Markets, ING Baring, Salomon Brothers
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